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The market has sold off swiftly (as it 
occasionally does) in the last week.   Today, 
also, looks as though it is setting up for a 
down day.  Time to sell?  Time to worry?  My 
answers are not yet, and no.  Friday's close 
merely erases all the gains in the S&P 500 
since January 11th.  The popular index is still 
up 7.1% for the last 3 months and is up 21% 
from a year ago.  

Not to worry, we are not planning on giving 
up all of those gains (although there is no 
guarantee of this).  The Market Navigator 
will switch to a sell before this happens 
prompting us to take defensive actions (this 
should not be interpreted as meaning we 
will be entirely out of the market when the 
Market Navigator says sell.  We won’t, but 
we will be more defensively postured).  

The real issue with the current sell-off is that 
we haven’t had one in so darn long that it 
is interrupting the warm fuzzy we were all 
feeling about the markets.  The best thing to 
do is to step back and remind ourselves that 
this is a long-term game, that we have a plan 
and disciplines in place, and that we cannot 
control the day to day fluctuations.  Pull-
backs and corrections occur with regularity 
and will continue to do so.  In times like this 
I like to reflect on my favorite Nick Murray 
quote about the market: “The declines are 
temporary, the advances are permanent.” 

U.S. MARKETS 
Stocks recorded their first weekly loss of the 
young year, with the large-cap S&P 500 index 
suffering its worst weekly drop in two years.  
All major markets finished the week in the 
red with the Dow Jones Industrial Average 
falling -4.1% to close at 25,520, while the 

technology-heavy NASDAQ Composite fell 
-3.5%.  By market cap, small caps fared 
slightly better than their larger cap brethren.  
The Russell 2000 small cap index retreated 
-3.8%, while the large cap S&P 500 and mid 
cap S&P 400 each lost -3.9%.    

INTERNATIONAL 
MARKETS
The selling impacted major international 
markets as well.  Canada’s TSX had a second 
down week, losing -3.9%.  The United 
Kingdom’s FTSE fell a third consecutive 
week losing -2.9%.  On Europe’s mainland, 
France’s CAC 40 fell -3%, Germany’s DAX 
plunged -4.2%, and Italy’s Milan FTSE ended 
down -2.7%.  In Asia, China’s Shanghai 
Composite reversed last week’s 2% rise by 
falling -2.7%, Japan’s Nikkei closed down  
1.5% and Hong Kong’s Hang Seng dropped 
-1.7%.  As grouped by Morgan Stanley 
Capital International, developed markets fell 
-3.6% while emerging markets plunged -5.8%.    

U.S. ECONOMIC 
NEWS  
Payroll processer ADP reported that the U.S. 
added a stronger-than-expected 234,000 
private sector jobs last month, the second 
straight month of strong gains.  The report 
showed that small private-sector businesses 
added 58,000 jobs in January, while medium-
sized and large businesses added 91,000 and 
85,000 jobs respectively.  Mark Zandi, chief 
economist for Moody’s Analytics, said that 
the data showed that the labor market was 
“excruciatingly tight”.  Zandi also predicted 
the unemployment rate would drop further 
from the current 4.1% rate into the mid      
3% range. 

The Labor Department reported the 
number of people who applied for new 
unemployment benefits last week fell by 
1,000 to 230,000, still remaining near a 45-
year low.  Economists had expected claims 
to rise to 240,000.  Over the past year, claims 
have fallen 8% and are near their lowest 
level since the early 1970’s.  The tight job 
market is finally starting to benefit workers: 
wages for private-sector employees climbed 
2.8% over the year ending in December, its 
biggest year-over-year gain since 2008.

The Labor Department’s monthly Non-
Farm Payrolls (NFP) report showed the 
U.S. created 200,000 new jobs in the first 
month of 2018, indicating that companies 
are still anxious to hire new employees 
more than eight years after the economic 
expansion began.  The increase in hiring 
exceeded analysts’ forecasts of 190,000 
jobs.  Unemployment remained at its 17-
year low of 4.1%.  Construction, education/
health services, and leisure/hospitality 
led the industries for job creation.  As has 
been reported numerous times, the biggest 
concern among businesses continues to be 
the ongoing shortage of skilled workers.  
Dan North, chief economist at Euler Hermes 
North America, says many manufacturers 
are now desperate enough to hire unskilled 
workers at low wages and train them.

Home prices surged to new highs in 
November according to the latest report 
from S&P CoreLogic Case-Shiller.  S&P/
Case-Shiller’s national home price index 
rose 6.2% on an annualized basis, while the 
more narrowly-focused 20-city index gained 
6.4%.  Prices nationally are now 6% higher 
than their 2006 peak, while those in the top 
20 markets are still 1.1% below.  The robust 
gains show that the lack of inventory in the 
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About Our Research Sources
Lowry’s – Based out of Miami, Florida Lowry’s is the oldest continuously published 
Technical Investment Advisory service in the US.  Their work, which gives insight 
into the underlying supply and demand dynamics of the market, is based upon 
a daily examination of all stocks on the New York Stock Exchange and Nasdaq 
Stock Market.  Lowry’s has pioneered work in the statistical analysis of upside and 
downside volume statistics including their exclusive measure of buying and selling 
pressure.

Value Line – Founded in 1931, Value Line is an unbiased research firm providing 
intuitive investment research on companies, industries, markets and economies.  
Value line provides astute  fundamental research, trending information and 
historical data that allows for shrewd decision making.  

Barron’s – Since 1921 Barron’s has provided investment analysis and insight in 
its weekly publication and, in recent times, it’s continuously updated web site.  
Barron’s provides a wide range of perceptives, expert analysis and interviews with 
financial and investment professionals.  

Zacks – Founded in 1978 by Len Zacks, PhD. MIT, Zacks is an investment research 
firm pioneering work in the area of corporate earnings estimate revisions and 
stock performance.  Zacks believes, and Braeburn agrees, that Earnings Estimate 
Revisions are the most powerful force impacting stock prices.  

Investor’s Business Daily (IBD) – A daily newspaper designed for the individual 
investor.  All of its products and features are based upon the CAN SLIM Investing 
System developed by its founder William J. O’Neil.  This system identifies the seven 
common characteristics what winning stocks display.  For more on this see his book 
“How to Make Money in Stocks.”

Stock Trader’s Almanac – A unique annual publication created by Yale Hirsch 
in 1967.  The almanac is a treasure trove of insightful research originating such 
important phenomena as the “January Barometer,” the “Santa Claus Rally,” and 
“Sell in May and Go Away.”  It includes data backing, historically proven, cyclical 
and seasonal tendencies.  

The Fat Pitch - an acclaimed blog  that the Business Insider ranks on their annual 
list of the Top Finance People to Follow.  The blog is written by Urban Carmel who 
has had a long career in financial markets.  This blog discusses trends he sees and 
the business of managing money. 

Mauldin Economics - Best selling author, analyst and financial writer, John 
Mauldin, taps into his network either directly or through the reams of high-level 
research he's privy to on a regular basis, to assist in identifying the smartest 
investments for today's markets; then carefully screened and evaluated by a team 

of ace analysts.  
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housing market is not letting up, and neither 
is the rise in the price of homes.  David M. 
Blitzer, Managing Director and Chairman 
of the Index Committee at S&P Dow Jones 
Indices stated, “Home prices continue 
to rise three times faster than the rate of 
inflation.”  Blitzer cited the slow recovery in 
the home construction market as builders 
have yet to reach historically normal levels, 
despite the pent-up demand in the market.  
In the details of the report, Seattle and San 
Francisco continued to see the highest price 
gains, followed by San Diego, Los Angeles, 
and Las Vegas.

Pending home sales, which counts the 
number of homes in which a contract 
has been signed but not yet closed, also 
moved higher in December.  The National 
Association of Realtors reported its pending 
home sales index rose 0.5% to its highest 
level since March.  December marked the 
third consecutive increase for the index.  

Contract signings usually precede sales by 
45 to 60 days, suggesting that the uptick 
in December means that 2018 should start 
the year with “a small trace of momentum.”  
Regionally, pending sales were mixed with 
sales down -5.1% in Northeast, down -0.3% 
in the Midwest, but up 2.6% in the South, 
and 1.5% in the West.  

The Commerce Department reported that 
spending among the nation’s consumers 
hit a six-year high in December, climbing 
0.4%.  It was its biggest monthly increase 
since 2011.  In the details of the release, 
incomes were up 0.4% in December and 
3.1% for the full year.  However, factoring 
in inflation, the gain was a much lesser 
1.2% - the lowest inflation-adjusted reading 
since 2010.  One item of concern, though: 
Americans reduce their savings rate to 
continue their purchasing.  The savings 
rate fell to 2.4%, the lowest level since 
2005.  Greg Daco, chief U.S. economist at 

Oxford Economics said in a note to clients, 
“Looking ahead, we believe the Tax Cuts 
and Jobs Act will support stronger income 
growth in the first half of the year.  This 
should help support the savings rate and 
continue to drive consumer outlays in 
2018.”  Americans increased spending in 
the final quarter of 2017 at the fastest pace 
in almost two years.  The soaring stock 
market and strong labor market are giving 
households confidence to spend more 
money.  Turning to inflation, the Federal 
Reserve’s preferred inflation measure, the 
Personal Consumption Expenditures Index 
rose a slight 0.1% in December.  The “core” 
rate, which strips out the volatile food and 
energy categories, rose 0.2%.  Overall, the 
rate of inflation over the past year slipped 
0.1% to 1.7%, and the core rate remained 
flat at 1.5%.  
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